CERTIFIED HAIL

Gantlemen:

Ve have considered your application for recognition of execaption Jrom
Federal income tax under sectiom 501(c)(7) of the Internal Revenue Code.

The information submitted indicates you were incorporated snder the

nonprofit corporaticn law of I o I .

Your stated purposas are to spoasor, prowote, support, develop and advance
the intvrests of individuals that excel in athletic endeavors and to
-“glicourage betterment of cosmunity and social activities for said athletes
and mesbers of the corporatisn.

Your activities are dances, dinners, and bus trips.
Hembership is open to all persoms eighteen years of age or clder.

Income is derived from contributions, dues, dances, dinners, bus trips and
sale of food at the functioms.

Bxpenditures are for rent, repairs to building, depreciatios, utilities,
bus rental, bands, feod and supplies, tazes, administration, maintenancs,
advertising, légal, interest, accounting and contributioss.

Nor-members attend the dances, dinners and bus trips. Yom advertise gour
services to the public in the newspaper.

Saection 501{c}{7) of the Internal Revenue Code exempts frca Fsderal incone
tax, clubs organized for pleasure, recreation, and other non-profitable
purposes, substantially all of the activities of which arz for such
purposes and no part of the net sarnings of which ipure to the benefit of
any private sharaholder.
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Section 1.5061i{c}{7)~1 ui the facome Tax Kequlsticns provides ag tolinsvs:

{a; Th= e»-artzuu preeidzd by section 5G1(a} f=r organizations
deszritad in saotion 501{ct {7} appli-g cnly to =lubs <hich are
organized and cpeiated exclusively f{or pleazurs, recrezation. and
cthor vou jrelitalle puiposes, but does not 2pply to any clud if any
part of its net sarnings inures to the bencfit of aay private
sharehnlder, In geperal; this excwprion zzteunds 1o sacial and
recreation clube whichk are supported solely by seabership fuesz,
dews, a8d sssessments. Howsver, a club vthersise wntitled to
zzemption will not ba dizqualified Locanss if raises ravenves {1o\
masbet s through the use of «lub facilitiss or in comne~tion with
civh 3ctivities,

{by A club which eugaged in business, such ar saking its socisl
and recrsational faciliries availakle to the gepsral public
= - - i3 not organized and operated sxclugively for
pleasurs. recreaticn. aud other non-profitabls purpsses, and
is not exzupt under sezctiocn 501{a}. Solicitarion by advertisemant
or otherwise {or public patronage of its faciiities is prima facie
zvidence that the club is engaging is business and is nct being
sperated exclusively for plsasure, resreation, or social purposes.

iablic Lav 94-568 as explained in Senate Keport Wo. 94-1318, published in
Cunulative Bulletin 1%76-2, page 597, provides that a club exsept from
taxation and described in gartion 501{c} (7} dis tc bz persitted to receive
up to 3% of its gross recaipts fros a combinaticn of investeent incoms
and receipts from son-members (from the use of its facilities or servicas)
3o long as the latter do aot repressnt woré than % percent of the total
receipts. It is further stated that if an organicatiso zzoeeds these
limite, all of the facts and circumatances must be cossidered in
dstermining vhather the stganizavion qualifies for zzzapt status

kKevanue Ruling 58-589, 19%9-2, 247, holds that a club will not be denjed
ezemption werely becamsa it raceivas income from the general public; that
is, persons other than mzabers and their bopna fide guzsts, or because the
general public op_socasion is permitted to participats in its affairs,
provided such pdxtlclpatlcn is inzidental to or in fsribherance of its
general club porposes and it may not be said that incoms therefrom is
innring to members. This is gensvally trve where the recsipts from
ncn-mepbers are nc wore than amough to pay theix share of the expenses.
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kavenue Ruling 98-119, published ip Cuwsulative Belletin 1253-1. pa g 265,
bolde that a club will not nersssarily 1ose its ezempt statu

g f
derives income frok cther thau bona fide meabars and their guests, or if
tha genaral publle on oocasion {s permitted to participats in its affairs,
rrovided euch particripation is incidental to and in furthavancs of =
general club purposes and the iuncome therefrom dozg not lmurs to wembers.
The equestrian club considerad in this ruling hkeld an annval stieeplechase
which was open tc the gemeral public. Prize soney was paid from entry
fess paid by participants, and general expenses of the mist were paid from
admission: and 3ale of programs and 1sfreshwents. The club distributed
any net procesds from ths mezt to charivy. Therefore, it was held the
weet vac not operatsd 1o make a profit. and the income from pon-mewbers
did net 1nure to the benefit of wmenmbers. The club’s eéxeaption vas nct
jeopardized by non-member participation in its annual meat.

In liberalizing the amount of won-member income that could be received by
social clubs, Congreszionsl Committee Reports state that the amondment
{Public Law 94-568) was not intended to permit social clubs to receivs.
evan vithin the allovable guidelines for ocutside income, iancome from the
active conduct of businssses not traditiomally carried con By sacial
clnbs., {Ssznate Report No., 34-1318 24 Session, 1974-2 C k. 5%5.))

Revenue Ruling 65-63, published in Cnmalative Balletin 1965-1, page 240,
halds that a non-profit organizatisn which, in conducting sporks car
gvents for the pleasures and recreation of its members, permits the general
public to attend such avents for a iee ob a recurring basis aed solicits
patronage by advertising, does not qualify for exempticn as a club
organiced and opsratad szzclusively for pleasure, recreation and other
non-profitable purposzs under section 501{c){7) »f the Intesrazl Revepue
Code.

Revenue Frocsdurse TI-17, 1971-1 C.B., €43, establishes recordkzeping
requirements for sorial clubs, to separate non-member incosa. If these
reguirements are met, rertain presumptions as to member vs. nos-member
income may be made, as outlinzd in the Revenue Procadurez,

Any acmber of the public can atiend your activities by paying a fse. You
ds not bave racords of nop-membership income. The funds are vsed to pay
the expenses of the club. Fyen if non-members do not participste, the
axpenses of the club would stay the sawa, Therefors, the iacose received
from non-wembers is subsidizing the opeeation of the club and is inuring
to ¢lub members. Advartising to encourage the public to pay for the use
of the club facility and participate in or attend any function or activity
conducted by your organizaticw is prima facie evidence that your club is
angaging in business as previously cited in ssction 1.501{c} (7}-1{b) of
the Income Tax Regulations, The organization and operation of a club in a
manner wvhich constitutss a subtsrfugs for doing business with the public
is inconsistent with the term "club" as used in IRC 501i{c){7}.




On the basis of the evidence prssented, the requirements for exemptiou of
a social and recreational cliub dsfiued in the Code and lacome Tax
Regulations, and the interpretation of the Ccde and Regulations cited in
the Revenue Ruliug noted above, »e¢ hoif that you do not qualify for
exenption under section 501(c} {7} of tha Code.

Based on the information submittad, exempt status will nor be recognized
undsr any related paragraph of the Iatarnal Revenus Code section 501ic).

$irtil you have established an exempt statug, you are not reiieved of the
requirements tor filing Federal income tax returns.

If you do pot accept our findings, we recommend that you raguest a
conferaepce with 2 member of our Regional Office of Appeals. Your request
for a confarence should include a writlen appzal giving the facts, lav and
any other information to support your position as explained in the
enclosed Fublication $92Z. You will thew be contacted to arrange a date
for a confsrance. The conferance may be held at the Regional offics or,
if you request, at say mutually convenient Distriet office. II we do not
hear from you within 30 days of the date of this latter, this
deternination will become final.

District Diractor

Enclosures Publication 862




